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Guidance for preparing a 
 

User Charge System 
 

for 
 

State Revolving Fund projects 
 
The intent of the Clean Water Act is that the purpose of the State Revolving Fund is improvement of water 
quality and protection of public health.  Those wastewater systems that receive financial assistance through 
the Fund must establish a system of user charges to guarantee that sufficient funds will be available to pay for 
the operation, maintenance, and replacement (OM&R) of the wastewater system; and to distribute those costs 
among the users (customers) of the system in the most fair and equitable manner possible. 
 
The User Charge System and the current rates must be approved by the DEQ in addition to any approval required 
by the local governing authority, Public Service Commission, etc; and must be included in an ordinance for 
municipal systems, or codified in an enforceable form such as rules, regulations, bylaws, etc. for non-municipal 
systems.  The User Charge System must remain in force throughout the life of the project (a minimum of twenty 
years after completion of construction).  Any changes made to the User Charge System made after DEQ 
approval, particularly changes in rates, must be submitted for approval. 
 
Elements that must be included in the User Charge System include: 
 
1. A method of setting rates that insures that each user pays its proportionate share of the cost of 

operation and maintenance, including replacement.   
 
2. A system of rates that generates sufficient revenue to offset the cost of all operation and maintenance of 

the wastewater system. 
 
3. A provision that the adequacy of the rates must be reviewed at least once every two years and adjusted 

when necessary. 
 
4. A provision that users be notified at least annually of the rates and that portion of the user charges that 

are attributable to wastewater. 
 
The User Charge System may include other charges which are not required to be based on proportionate 
use of the system.  Examples of some other charges may include: 
 
1. An amount to cover the cost of preparing and mailing bills and collecting fees. 

 
2. A charge to repay a debt, usually to finance improvements to the wastewater system. 
 
3. A charge for other municipal services not billed separately, such as garbage collection. 
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4. An amount to cover indirect costs not included in the wastewater system budget, such as a portion of 
the operation of the Mayor’s office, City Clerk, services of city accountants, auditors, etc. 

 
Some items that may not be included in the User Charge System: 
 
1. A tier system of rates that allows large volume users to pay a lower rate than small users. 
 
2. The use of any funds, other than fees charged to users based on proportionate use, for OM&R 

expenses. 
 
Use of Water Meters 
 
Most water supply systems use water meters to determine the use by each customer and bills are based on 
metered use, but there are some that either don’t have or don’t use water meters.  Metered water use 
information from the local public water supply, if available, is the most desirable method of distributing costs 
among the users.  Advantages of using water meters include: 
 
1. It is the most fair and equitable method of distributing OM&R costs among the users. 
 
2. It encourages water conservation. 
 
3. Customers are alerted (through higher bills) when leaks occur within the plumbing on their premises. 
 
 


